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Uveriuined

Hersdisn 041, Ioc. (Heridian; vequested 8 Etats Divsector Beview {3DR) of
8 $1,000 sssessment lssued Lo Heridiss by our Diokinson Dlebvict Office
LHUG3.  The sssesspand suas issued Lo Seridian under The avthority of 43
GFE 3163.3{LJ312), due to failure on Meridian's part Lo comply with 43 OFR
Ai62.3-1e, Heridian wap uobified of the violabtion and assessmant by a
Hotioe of Ipcadent of Honcomplisnce (IHC), tumber IME ¥4 T, deted

maveh 390, 18399,

The TRC notifisd Heridien thet an inspection of drijling operations on
federal lease HDH 54577, well Bo, 32 54 (Federal), located SWAREY%
Section 25, T. 145 B., B. 16% %., revesied a violation of 43 OFKE

182 .3-1n tor tallure o adentify snd obtain appraoval ie the Application
bor fermit o Driil (AP for the tull extent of ihe horizontal hole
coptiguration to he drilied, Specafically, the inspecior found the
horizontal poriion of Che well wes being driiled sb & 110° azimuth
vather thas a 4% aziswth gnd Heridian fsiled to obisin approval fov

the 1109 azimath. The DHU also contends that Lhe 130% aziwoth is a
separale and distinet wellbore from the 45° azimwth. The 00 specitied
that a change of plon wes Lo be subsitied withic 45 hours. The IBC alse
notified Beridian of an assessment of 3500 per day times 2 dayvs {the
mugber of days the wiolabion grlsted), tolaling $i,000.

Attuched Lo Beodian’ e aprat 36, 1940, regidest tor SR s thwir ietler Lo
the Diclinsen District Banaper daied April 11, 3990, ihat provides
Varions argiuments which Beridise tewiz should axonerate Heridian from the
penality agsessment action telen Yy the DBHO,

4. Heridian agreez thet they wers in viclation with vrespact Lo lack of
Botification and receipl of approva! to deviale Ycoa Lbhe approves
draiiing plan.



2. Heridian's deriiling operations are cobtiousily revised as well
condibions dloctate. The decigsion to deviate lrom the drilling plan was
based upnb new informstion obitaimsd during the drilling operstions, and
coid nol have been Iofssesi OF incorpotabsd iunts the APD.

3. The violation was dur L0 an hopest aversight nd should i ne way be
considered a purposeful or {lagrant viclstion. In Meridisn's deiense,
the porth Dakola Industrial Comsassion (H010) was notilied of the
proposed drilling plac on Bacch 231, 1990,

4, In agdition, Meridian cotducted drilling operations in s swnner
consigtent wilth state regulations vegarding spacing reguirements, aond
conducted wallbore surveys throughout dreilliivg of the 110% azimuth.

5, Heridian's position oun the 110Y azimuth as being o separgte and
distinct wellbore from the 45% azimuth ig that it iz subject to
interpretation.

fleridiazn contends that Lhe BLIC was noLified of the propossd drilling
plan and the operabtion was conduclted 1n 8 menner comsivtent with state
regulations. We must point out thet since the well was deilled oo a
tederal lease, Heridian must comply with the federal cepulsiioss.  Any
deviation of driliing operatlons trum the approved driliiop permit wisi
be approved by the anthorized officer of the BLM. He have no doubt that
NMeridian was 1n vicliztion, Howewer, we geed Lo deterwine it the IRC and
the §1,000 ansessment imposed on Meridisn by the DDD was vessonable and
propey .

The AFD for the alovementioned well was approved on January 29, 1998, and
the well was spudded on Harch 4, 1990, Heridien starited drillwng the
1109 aziswth on Barsh 26, 1990, Ysrbal approval for drilling the

110% azimuth was gracted on March 26, 1999, and writien approval was
granted on April &, 1490,

The regpulation ciled by Lbe Dickinson Gisirict Office for the 1HO was

43 OFR 3162.53-14¢) which states, “The opsrator shall submil to the
sulhorized cificer, for spprvoval, an Application for Perwii o Driil for
wach well., Bo driiiing operatioas, nor surface disturbance prelinisary
thereto, may be commenced prict Lo Uhe autborized officer's approval of
the permit.” However, #eridian ¢id have an approved APU, Lherefors, the
viciation quoted is not corvect. The appropriate regulstion in thiz case
18 43 OFK 23162.3-1(e) which states, i part, “A driliing plan may be
moditied trom time to Lime as citcumstances may warrant, with the
approval ot the anthorized siticer.™



Bigo,bhe DGy basis for an asaessment of §500 ittoteling $1,000) cones
Trom 43 CFR 313304612 which shates, .. .for driliing =ithout approval
ot Lo canging surtsce disturbance on federal or Indisoa surisce
relininery to driliing without approval, 300 per day ior each aay bLhat
the viclation existed, wnelueding days the vielation existed PLyor to
drscovery, ot to exceed 32,0009 The violatiow was discovered by tie
DL wnspector on Barch 8, 1990, If the drilling was nosducted without
an approved peewmit, the $1, 000 sEsessment wold be appropriate. Howaver,
the ppetator did, 16 tact, heve an approved APD and the ariiling of the
116% azimuth was a maditication Lo ihe drilling plan which was
&mwwmm&yamwmmﬁbynMammi ﬁmﬂﬁmw,tMs@mmdm'mmMﬂxmtb&
subject Lo an yamedinis ABATEBHe

in light ot the above, we conciude that Meridiso Gil, inc., was ilodeesd ig
violsbion of 43 0Pk 3162, 3~ tor failuce to obtain approval for change
of plans; however, this was not the vegolabions cited, and Beridian has
subsequently submitied asad received Rpproval tor the change of pisns,

We, thersiors, ovearluty Ltne DDO's irsuance of I8C IBK %0047 and their
assesspent action,

Sinceraly,

/s/ Thomas P. Lonnie

Thomas ¥, Lonnie

Division of Rinersl Reswsurees

922:LBagley:jk:5/2/90:x844:6410d
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